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Ladies and Gentlemen: 


It is a pleasure to welcome you to this year’s Annual Meeting of 
Shareholders. 


Consolidated net earnings for 1962 were $8,127,446 or $2.51 per 
share, after preferred dividends, as compared with $8,650,476 or 
$2.68 per share in 1961. These figures are not directly comparable, 
of course, because 1961 earnings included the results of Anglo- 
Newfoundland Development Company, Limited from only 30th 
April forward. 


When | spoke to you upon this occasion a year ago, | mentioned 
that we could expect a strongly competitive situation in 1962 and 
that start-up expenses in connection with bringing the substantial 
increment of new kraft and paperboard mill facilities into produc- 
tion would have a considerable effect on results for the year. 
From the information contained in the Annual Report forwarded 
to you last month, you will see that these expectations have 
materialized. 


The intense pressure of international competition held the Cana- 
dian newsprint industry down to an operating level of about 84% 
of capacity in 1962, and production and shipments of newsprint 
declined slightly from 1961. This decline occurred despite an in- 
crease in the consumption of newsprint in the United States, 
which is the Canadian industry's principal market. Factors affect- 
ing U.S. consumption of Canadian newsprint included larger 
imports of paper from the Scandinavian countries and the start- 
up of two new newsprint mills in the United States during the year. 
The decrease in demand for imported newsprint due to increased 
availability from indigenous sources was also evident in other 
export markets. 


Another factor affecting the level of Price Brothers’ newsprint 
sales in 1962 was a change in the terms of sale to a most important 
export area. This change necessitated the building up of Com- 
pany-owned inventories in place of stocks which had formerly 
belonged to the customer and which had represented a firm sale 
to our Company. As a result of this adjustment, sales to this 
market decreased in 1962. However, this pattern should not be 
repeated. 


The new kraft and paperboard mill was put into production late in 
1962 and it operated at a low rate of capacity due to the need to 


Financial Results 
—1962 


Events of 
Interest 


meet the quality demands of the market before active merchan- 
dising could be pursued. Results were adversely affected by large 
start-up expenses and by the absorption of substantial losses 
for eleven months of the year arising from continuing to operate 
the old Jonquiere board mill beyond the end of its economic life. 
Interest on borrowed funds and the loss of investment revenue on 
capital tied up but not earning a return, also affected 1962 earnings. 


The distribution of the Company’s income dollar in 1962 was— 


wages, salaries and employee benefits .............. 42¢ 
materials, supplies and purchased pulpwood......... 29¢ 
depreciation and depletion....................00008- 5¢ 
other expenses... ¢ nu. Biessnw. Sie Whe ae ee ee 6¢ 
Of the remaining 18 cents, 

taxes. of all kinds took?) 7.22 5.7 ao. ae ee 10¢ 
there was paid out in dividends...................... 6¢ 
and there was retained in the business............... 2¢ 

$1.00 


Substantially all expenditures were made in Canada but the 
business continued to be primarily of an export nature. In fact, 
53% of our sales revenue came from the United States and 27% 
from other export markets. Only 20% of our sales were made 
in Canada. 


The shares of the Company have recently been listed on the 
Toronto Stock Exchange. It is hoped that this new listing, in 
addition to the listing on the Montreal Exchange, will create a 
wider market for Price Brothers’ shares and will encourage an 
even greater participation in the Company by Canadians. At 
present, the Company has approximately 10,500 shareholders of 
whom 92% holding 72% of the shares are Canadians. Price 
Brothers is a Quebec Company and almost half of its shares are 
held by residents of this Province. 


In December of 1962, the Company marketed a $25,000,000 issue 
of 5%% debentures which was well received by the investing 
public. This issue permitted the liquidation of bank and other loans 
and provided adequate working capital for the immediate future. 


Investments in new mill facilities exceeded $18,000,000 in 1962. 
In addition to the completion of the new kraft specialty machine, 
the kraft mill and the paperboard mill at Kenogami, No. 5 paper 


machine at Grand Falls was rehabilitated and the storage shed 
and ship loading facilities at Botwood, Newfoundland were 
replaced. 


Several process changes were made during the year which further 
improved the quality of newsprint being manufactured in the Price 
Brothers group of mills. The effect of these process improvements 
has been evidenced by the high degree of customer acceptance 
received by our products. 


Construction of Gaspesia Pulp and Paper Company's new 90,000 
ton per year newsprint mill has proceeded on schedule and work 
on the erection of the paper machine and its ancillary equipment 
is well advanced. It is now expected that the target date for the 
production of newsprint of 1st January 1964 will be improved 
upon. The total outlay for the fixed assets of this new paper mill 
is expected to be within the original estimate of $16,000,000. 


In recent years, Canadian pulp and paper manufacturers have 
become increasingly aware of the need to diversify in order to 
develop a sufficiently broad manufacturing and merchandising 
base to ensure stable operations and continued economic growth. 
In view of improving standards of living, the ‘packaging revo- 
lution’, and increasing literacy throughout the world, the potential 
benefits of diversification and integration are self-evident. 


In June of 1959, Price Brothers took the first step towards broad- 
ening its operating base, by purchasing the shares of J. C. 
Wilson, Limited in order to acquire a merchandising outlet for 
kraft and paperboard products. The second step towards diversifi- 
cation was taken in June 1960, when work on the construction of a 
new kraft pulp and paperboard mill at Kenogami was commenced. 


It must be emphasized that this is a completely new mill, making 
products not previously manufactured by the Company. It is not 
an adjunct of an existing mill, and bringing it into production is 
an entirely different proposition from adding another paper 
machine to one of the present newsprint mills. All the problems 
of entering into a new business must be met, and until high levels 
of production and sales of the new products are developed, heavy 
start-up costs, depreciation and interest charges attributable to 
the new investment must be carried by the income from the profit- 
earning products of the Company. 


Diversification — 
A Major Undertaking 


The Year 1963 


The total capital investment involved in this diversification into 
kraft paper and paperboard products is approximately $36,000,000. 
This is a large increment of investment for a company with total 
assets of less than $200,000,C00, and the initial impact on operating 
results is not indicative of the potential for the future. It is only 
natural to expect that it will take a certain amount of time to 
develop a unit of this size to the point where it will contribute to 
the Company's profit position, and it is only possible to assess 
the full value of the diversification project on a long-term basis. 


| am confident that steady advances will be made during 1963, 
and these will be reported to you when the usual six and nine 
months’ statements are issued. 


T. R. Moore 
President 


Quebec, P.Q. 
25th April 1963 
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